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“THE ROAD TO 
SERFDOM” 


_ Mk. KRvEGEr: You just published a book, Professor Hayek, which is a gen- 
eral attack on socialists of all varieties, including the socialists of the Socialist 
party, of whom I am one. This discussion on today’s ROUND TABLE is bound to 
be primarily a discussion of your main arguments. Would you restate for usin a 
word the essential thesis of your book? 


Mr. Hayek: It is not really an attack upon socialists; it is rather an attempt 

to persuade socialists, to whom I have dedicated my book. My main thesis is 

that they are mistaken in the methods for getting what they want to achieve. 

There are two alternative methods of ordering social affairs—competition and 

government direction. I am opposed to government direction, but I want to 
-make competition work. 


Mr. KrveEceEr: This book is also an attack on planning. Professor Merriam, 
you are lecturing here right now on the relation between government and the 
economic order. How does the book impress you? 


Mr. Merriam: I have been engaged in planning, now, for some forty years— 
planning in Chicago, state planning, regional planning, national planning in 
-Washington—and I have not found that our planning was leading toward serf- 
dom but rather toward freedom, toward emancipation, and toward the higher 
levels of human personality. I find that this book is not particularly significant 
in our field except that it tends to confuse men in regard to the meaning of plan- 
ning in this country. 

Mr. KrvueEcer: I foresee some interesting discussion here and some contro- 
versy. Your main assertion, Hayek, is that planning leads to totalitarianism. 
Are there any qualifications you make to that statement? 

Mr. Havex: Surely, there are. In the way in which you use “planning” in 
this discussion, it is so vague as to be almost meaningless. You seem to call all 
government activity planning and assume that there are people ee are against 
all government activity. 

Mr. Merriam: In other words, you do not like the American use-of the word 
“planning” and you are introducing another one? 
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Mr. Hayek: I do not know about the American use, and I still doulf 
whether it is a general use. It is your use. 


Mr. Merriam: Across the street from here is the American Society of Plas} 
ning Officials, with about twelve hundred members. There are hundreds of cl 
planning boards and forty-eight state planning boards, and all kinds of planninf 
has been going on in Washington for the last fifteen or twenty years. If you a] 
not know that, I am reminding you of it now—and straight. 


Mr. Havex: I know that, but there are a good many people in America wh 
oppose planning who do not mean by that opposition that they think that the 
ought not to be any government at all. They want to confine the government t 
certain functions. You know, I do agree that this discussion here, as elsewher 
has been very confused. What I was trying to point out is that there are tv 
basic and alternative methods of ordering our affairs. There is, on the one hand 
the method of relying upon competition, which, if it is to be made effective, ré 
quires a good deal of government activity directed toward making it effecti 
and toward supplementing it where it cannot be made effective. 


Mr. Merriam: I do not like to be brushed off so quickly on the America 
notion of planning. I read a comment only today of your book which sai 
that ‘this will be an antidote to well-meaning and sentimental planners an 
socialists” without any discrimination whatsoever—anymore than you mak 
any discrimination in your book. 


Mr. Hayek: That I hope the book will be. 


Mr. Merriam: It must be a disappointment, from this point of view, to hav 
me, an American planner, tell you that we do not use your word in that se 
and that we do not like the way in which you push it on us. 


Mr. Krvecer: Merriam, hold your horses for just a minute, and let us ae 
this man a chance to explain to us and to our listeners the sense in which he i 
using this term “planning.” You are not, I take it, refusing to allow public plan 

_ning in all fields. Would you give us a bill of particulars of the sort of plannin, 
you are not attacking? 


Mr. HAYEK: There is the whole design of the legal framework within whic 

competition works—the law of contract, the law of property, the general pro 

_visions to prevent fraud and deception. All these are entirely desirable activities 
but let me more positively define planning against competition. 
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__ Whenever the government is asked to decide how much of a thing is to be 

produced, who is to be allowed to produce it, who is to be excluded from produc- 

Ing it, who is to have that privilege and this privilege (that is a kind of social 
system which is an alternative to the competitive system and which cannot be 
combined with it and which has been advocated for a hundred years at least by 

the great majority of socialists and which has gained great influence), I oppose 
it. It is against this kind of planning, exclusively, that I am arguing. 


Mr. KrurcEr: May we ask you some questions about that? What about 
limitation of working hours—a maximum-hours act? Is that compatible with 
your notions of proper planning? 


Mr. Hayek: Yes, if it is not carried too far. It is one of these regulations 
which creates equal conditions throughout the system. But, of course, if it goes 
beyond the point where it accords with the general situation of the country, it 
may indeed interfere very much. If today you dictate that nobody is to work 
more than four hours, it may completely upset the competitive system. 


Mr. Merriam: Would any limitation on the hours of labor be objectionable 
in your judgment? 

Mr. Havex: Not “any,” but they can be. There you have one of the in- 
stances where my objection is not one of principle but one of degree. It is one of 
the things which cannot be made to fit the question of the cost involved in that 
particular measure. 


Mr. Kruecer: Is a minimum-wage law permissible? 


Mr. Hayek: A general, flat minimum-wage law for all industry is permissible, 
but I do not think that it is a particularly wise method of achieving the end. I 
know much better methods of providing a minimum for everybody. But once 
you turn from laying down a general minimum for all industry to decreeing par- 
ticular and different minima for different industries, then, of course, you make 
the price mechanism inoperative, because it is no longer the price mechanism 
which will guide people between industries and trades. 

Mr. Merriam: What about the TVA? 

Mr. HaAvex: There is a great deal of the TVA to which no economist in re- 
pute, and certainly not the lassez faire people, will object. Flood control and _ 
building of dams are recognized functions of the government. I am under the 
impression that a good deal else has been tacked on to this scheme which need _ 
not have been done by public enterprise. But the principle of flood control’s and 

the like’s being provided by the government is an entirely legitimate and a nec- 
essary function of the government. 

Mr. Merriam: Even if it involves a development of hydroelectric power, as 
the TVA does? 
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jection. 
Mr. Merriam: That is not a matter of logic but of practical ddjustine 


Mr. Havek: The whole question of whether you can or cannot create com}| 
petitive conditions is a question of fact. 


Mr. Merriam: Not of logic! 


Mr. Hayek: All I am arguing about is that, where you can create a compet3| 
itive condition, you ought to rely upon competition. 


Mr. Krvuecer: Is a comprehensive system of social insurance a violation off 
your definition of good planning? 


Mr. Hayek: Certainly not a system of social insurance as such, not even with 
the government helping to organize it. The only point where the problem ca 
arise is how far to make it compulsory and how far, incidentally, it is used to | 
strengthen the monopolistic actions of trade-unions, because that is one way i 
which it may well eliminate competition. 


Mr. Merriam: You do not mean to say that you would be against any gov 
ernment social insurance, would you? You want to make it entirely optional: 


Mr. Havex: It might well be made optional, which is not in contradiction to 
its being government-assisted, but why it needs to be made compulsory, I 
not see in the least. 


Mr. KRvEceER: One of the reasons was that a great many people, the popu- 
lation at large, was supposed to get it. That was the reason for making it com-+ 
pulsory. I think that everybody is pretty well agreed on that. 


Mr. HAYEK: Ido not know about that. 


Mr. KRvEcER: What do you think of a minimum guarantee of food, clothing, 
-and shelter to people? Is that a violation of your definition of proper planning?) 


Mr. Havexk: What do-you mean by “‘a minimum guarantee’? I have always) 
said that I am in favor of a minimum income for every person in the country. 


Mr. Merriam: You used that in your own book. What did you mean by | 


Mr. Hayek: I will restate it in my way—lI mean to secure a minimum in- 
come on which every one can fall back. You have it, of course, very largely in ae 
form of unemployment insurance: 


Mr. Merrtam: When Krueger used that term, you-seemed disturbed. 
Mr. Hayek: No, he turned it into a specific guarantee of particular things. 
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_ Mr. Krvecer: That was an exact quotation. 
Mr. Merriam: Of your book. 


Mr. Krvuecer: A minimum guarantee of food, clothing, and shelter. If that 
is permissible, then I am glad to hear you say so, because you do go considerably 
further than that. In the international field you want a power which can re- 
strain the different nations from actions harmful to their neighbors. It seems 
to me that you do allow far more of public planning than most of the readers of 
your book in this country have assumed. 


Mr. Hayek: I have noticed this, but I am not an anarchist. I do not suggest 
that a competitive system can work without an effectively enforced and intelli- 
gently drawn up legal system. Internally we have at least had an eperanee to it; 
internationally, we have not even had the legal system. 


Mr. KRrvuEGER: Could we ask you for a recitation of the sort of planning 
which would be proscribed in your ideal system? What kind of planning do you 
find objectionable? 


Mr. Havexk: I have given you a general definition. It is any direct control of 
the volume or direction of production. If you want illustrations from this coun- 
try, I think that I must give pre-war illustrations. We could take the Agricul- 
tural Adjustment Administration, nearly all the NRA, or, more recently, the 
Guffey Coal Bill. There you have quite a long list. 


Mr. Merriam: Would you also include the tariff in there? _ 
Mr. HAYEK: Certainly all restrictions which prevent competition. 
Mr. Merriam: You would repeal all tariffs, would you? 


Mr. Hayek: I am a convinced free-trader, and free trade is part of the same 


philosophy. 


Mr. Merriam: Without any limitations or qualifications whatsoever? 

Mr. Hayek: One thing which makes me unhappy is that so many people who 
take up my book are not free-traders and do not see that this is an essential part 
of the same philosophy. 

Mr. Merriam: Are you against price parity for the farmer? 


Mr. Hayek: If “price parity” means that a particular price is to be insured 
by the government, I certainly am, because it means the price system of com- 
petition is completely ineffective. | 

Mr. Merriam: You think, then, that if we are to avoid the road to serfdom, 
we must repeal all tariffs and the price parity for the farmers? 


Mr. Havexk: It would be one of the most certain means to avoid that path. 
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Mr. Krurcer: Another thing in which I am interested is the problem o 
planning with regard to unemployment. You explain in.your book why peopl 
want more planning now than the last generation wanted, and you do so withouy 
ever using the word “unemployment,” which comes into your book very, ve ‘| 
rarely. What kind of planning is justifiable in tackling the unemployment prob 
lem? 


Mr. Havek: Essentially, what is required and likely to be effective, 
believe, is largely —almost exclusively—in the field of monetary policy, although} 
I do not agree with many of the current ideas. I mean the fact that the govern 
ment has important functions in providing conditions which will lead to a higH 
and stable level of employment, nobody can doubt. Whether particular meas} 
ures are effective or not is a very technical question. 


Mr. Merriam: Is the Federal Reserve Bank on the road to serfdom? 
Mr. Havex: They make mistakes. 
Mr. Merriam: In principle, I mean? 


Mr. Hayek: No. That the monetary system must be under central contro 
has never, to my mind, been denied by any sensible person. It is part of that 
framework within which competition can work. 


Mr. MErriAm: You did not hear the debate on the adoption of the Federa 
Reserve Bank Board bill. 


Mr. Havex: I have studied the history of the Federal Reserve System i 
very great detail. 


Mr. Merriam: You did not hear it denounced, then, as socialistic in char 
acter? : 


| 
: 
Mr. Hayek: Do not make me responsible for all the nonsense which has ever 
been talked about by anybody. 


Mr. MERRIAM: The words which you do not like you call nonsense or vague. 
Mr. Hayek: You regard it as nonsense. 


Mr. Merriam: I regard it as nonsense, yes, but, as a realist, I look at what is 
happening in this country—I mean in America—as distinguished from Austria 
or the Continent or England. 


Mr. KRUEGER: A statement which seems to me to be nonsense is one of the 
major assertions of your book. That is the statement made in very plain lan- 
guage that it is historically true that the rise of totalitarianism and specifically 

fascism was not a reaction against collectivist trends in Europe but was the in- 
evitable consequence of the trend toward socialism. That seems to be to me such 
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some terms which I could understand. 


3 clear perversion of the itor! fact that I would like to hear it restated in 
2 
: Mr. Merriam: In limited terms. 

é 


Mr. Hayek: It is my main conviction and the main thesis of the book. What 
it comes to, simply, is that the trend toward socialism was the main cause in 
: putting greater and greater powers, over all activities, in the hands of the gov- 
- ernment. In Europe, once governments directly controlled a large part of the 
_ social activity, they had to tell the people in the service of what ends these 
_ activities had to be employed. Thus they had to shift from the control, merely, of 
- our material activity to the control of our ideals and beliefs. 


Mr. Merriam: In answer to which I must say that, starting in Germany in 

- 1899 as a student at the University of Berlin and having been there many, many 
_ times—particularly, along a period of 1924, 1926, 1929, 1930, and 1932—I have 
~ exactly the opposite impression. It was not the fact of communism but the fear 
of communism that was the most powerful factor in the development of naziism. 


Mr. KRvecer: If we cannot agree upon the historical observation concerning 

_ the relationship between collectivism and socialism and fascism, let us turn to 

_ the logical argument. Your argument, Hayek, is that central planning must nec- 
essarily lead to totalitarianism. I would like to explore that idea further. 


| Mr. Merrism: What do you mean by “central planning’? I am a little bit 
confused on that part. 


Mr. Kruecer: That is the first thing I would like to consider. I would like to 

consider with the two of you whether that can be done by definition—for ex- 

ample, simply defining planning as totalitarian—or whether there is a real logic 
to this, because I was not able to follow the logic in the book. 


Mr. Havek: I used the term “central planning” in exactly the same sense in 
which all the people in the past have suggested that we could make things much 
better if we took them out of the hands of free enterprise and intrusted them to 
government control. That is how I used this term. Once you do this, a thing hap- 
pens which these people did not foresee, but which is a necessary consequence of 
this. Because the government takes control of the means, it also has to decide 
_for what ends they are being used. 
Mr. Merriam: The original Marxians were anarchists, were they not? They 
did not believe in the state at all. 
Mr. Havex: They hoped that ultimately the state would be abolished, but 
they proposed a route which went through the omnipotence of the state and 
merely promised the abolition of the state in a very distant future and never ex- 
plained how it was to come about. 
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Mr. Merriam: That still is a doctrine, however, is it not? 


Mr. Hayek: There are so many Marxian schools. 


~ 


Mr. Merriam: Can we not say that Lenin ought to be accepted as a prophe’ 
of communism? 
Mr. Havex: I doubt whether anyone in Communist Russia believes that th¢ 
state will ever disappear. | 


Mr. Merriam: We are dealing with the logic of the situation and not the 
practical facts. That is the doctrine, is it not? | 


Mr. Krvuecer: You wind up, Hayek, using the term “socialism,” the terms 
“communism,” “totalitarianism,” “planning,” and “collectivism” interchange+} 


| 
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specific people, and in what quantity, and must proceed, further, to establish 
control over the individual’s thinking and speaking and even over his family re 
lations. You suggest all this in your book. What is there about central planning# 


which requires this control over individual activities? 


Mr. Merriam: When you say “central planning,” you are excluding my 
kind of planning. 


Mr. KruecGEr: He is also excluding my kind of planning. 


Mr. Merriam: Washington is central planning, from one point of view, or 
the National Planning Association, sitting in Washington, composed of private 
aids. 


_ Mr. Hayek: I do not use these terms interchangeably, Krueger. I say that 
collectivism is a method which can be used for many different things and that 
the others are various specimens of collectivism. But I say that certain re-| 
sults follow from the method and not from the ends which people mean to. 
achieve. That method of central planning which is proposed as an alternative. 
method of organizing production to take the place of competition means that z 
government, or some central authority, must take complete control of the re- 
sources. 


Mr. Merri: But if “central planning” does not mean that, then, of course, 
it does not mean that as within the United States. 


Mr. Hayek: I have defined and used the term, I believe, consistently in this 
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Meaning, and I believe that there’ is a good deal of this kind of central planning 


: even in the United States. 


Mr. Merriam: I challenge that. Would you enumerate some of those? 
Mr. Hayek: I have given you a list before. 


Mr. Merriam: You mean the AAA; but they are constitutional anyway. 


They are not leading us on the road to serfdom; they are dead. 


Mr. HAYEK: Most of the war controls are central planning, but it is only 
temporary. 


Mr. Merriam: You expect the war to be conducted by precincts and coun- 
ties? War has to be centralized, does it not? 


Mr. Hayek: During the war we all have to go to some extent totalitarian. 
Mr. Merriam: You have no objection to that, do you? 


Mr. HAYEK: No, because you might sacrifice for a time part of your free- 
dom to preserve it in the long run. 


Mr. KRvuecer: As against this definition of planning which, by definition, re- 
quires control of all the individual’s activity, I would like to suggest to you that 
there has been a great deal written which you must undoubtedly have read in ex- 
position of a democratic kind of planning based upon decentralization and based 
upon the use of rules rather than upon the use of discretionary authority in the 
making of decisions and based upon the maintenance of the democratic political | 
process as the essential control over government officials by the people. But you 
seem to ignore all that. You insist, for example, that planning is incompatible 


with the rule of law. 


Merriam, you are a rule-of-law man. What do you say about this? 


Mr. Merriam: I know something about the rule of law, yes, but it seems to 
me that the great gap in Hayek’s studies, among many gaps, is that he does not 
reckon with public administration and with management. He regards any- 
thing that is delegated to an administrator or a manager as being irrational, if I 


‘understand him correctly. 


Mr. Hayek: There are so many points. Krueger, yours is, I believe, the most — 
important. 


Mr. Merriam: I regard mine as the most important. 


Mr. Havek: I must begin with Krueger. These new experiments of some of 


you socialists to design an alternative to what used to be the traditional method ; 
of socialism is intellectually most fascinating. They are, in fact, the result of : 
‘some recognition of the very dangers I point out. I do not think that you have 
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gone at all far enough. You do not see how great the danger is. You are not ye | 
avoiding it with the modifications you propose, but you; at least, have seen thij 
beginning of it. $ 

But my point is that I have been arguing about the kind of socialism whic 
determines our present development, not about the kind of speculative socialisn 
which is altogether about five years old and which has been discussed in about if 
dozen articles and learned journals in which the authors are very doubtful tha 
it will ever become a practical issue. 


Mr. Merriam: What is it you are discussing? I seem to be a little mystified} 
Krueger, do you know or understand what he is talking about? 


Mr. Kruecer: I think that he is simply dismissing everything that has bee 
very intelligently written on the question of how planning can be operated demo} 
cratically, because he insists upon a definition by which planning is undemolf 
cratic. 


Mr. Merriam: He is pushing us out of the picture. By definition his defini} 
tion is a definition, I am sure. 


Mr. Hayek: I used the definition which, up to about five or ten years ago 
all socialists I knew used and all socialists asserted could be put into effect unde} 
the democratic system. Now you and I have come to the conclusion that a 
their old conceptions of government-directed economy could not be achieved i | 
a democratic system. I draw the conclusion that it applies to all socialism. You} 
in reaction, have now designed a new type of socialism which you think avoids 
it, and I am watching these experiments with the greatest interest. 


Mr. Merriam: I do not see how you can be sure, then, that you cannot have 


democratic conditions under a system which you say has never been tried yet} 


Mr. Hayek: You may have entirely different controls. I am all in favor of de4 
velopment and experiment. 


Mr. Merriam: I think that we have more faith in democracy than you do 
I would say so from certain passages in your book. 


Mr. Kruecer: Let me push that point a little bit further. You insist, Hayek 
that any kind of planning is incompatible with the rule of law, and you dismiss 
in one small footnote anything that has been written on socialist planning of a 
democratic nature or character. You seem to place no faith whatsoever in the 
political process as a. means of keeping government responsible to the people. Is 
that really your position? Do you have no faith in the political process as a 
means of establishing responsibility? 


Mr. Havex: If you use central planning in the sense in which I use it—as 
government direction of production—I am quite convinced that it cannot be 
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effectively controlled by the democratic process. It requires a degree of agree- 
“ment among the people which we can never expect in a free society. It requires 


methods by which people are meant to agree; otherwise you will never get your 
“democratic checks. 


Mr. Merriam: In your chapter on ‘“‘Why the Worst Get on Top,” you seem 
to express grave doubts about the ability of a democratic society to accomplish 
“very much. You say, for example, that the more intelligent people are, the less 
likely they are to agree. If that is so, the value of our educational process is lost. 


Mr. HAYEK: I am saying that people like you, Merriam, are inclined to bur- 
den democracy with tasks which it cannot achieve and, therefore, are likely to 
destroy democracy. 


Mr. Merriam: You think that that is my view. My point is that that is the 
making of democracy and that the weakness of democracy is caused by the 
fact that people listen to what some people think is your judgment. 


Mr. HAvek: That is where we differ. 


Mr. KRuEGER: Hayek, I am as skeptical as you are about the all-powerful 
state. 


Mr. Merriam: What do you mean by the “all-powerful” state? 


Mr. Krvuecer: I am talking in his terms. He has used the words “‘all,”’ ““com- 
prehensive,” and so on in every chapter. 


Mr. Merriam: No state is all-powerful. 


Mr. Kruecer: I do not want to be saved from the private concentrations 
of economic power of the nineteenth century by the development of a totali- 
tarian state, but if you were seriously interested in that, Hayek, it seems to 
me you would be interested in the improvement of the political process by 
‘which you establish a connection between people and their government. 
Instead of that you say, and I will quote: “‘The periodical election of representa- 
tives to which the moral choice of the individual tends to be-more and more re- 
duced is not an occasion on which his moral values are tested.” It seems to me 
that, unless this political process can be made the occasion for moral values, you 
are going to be in great trouble. 


Mr. Havex: If you take the sentence out of its context, it is very misleading. 


Mr. Krvuecer: I suggest that each of us make a final statement to clarify 
for our listeners our essential position on this subject. 


Mr. Merriam: I find that the modern trend is toward fieddom“Fresdanet in 


behind us, not before. War and unemployment—the great curses of mankind— 
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far richer measure than ever before in human history. Serfdom and slavery are owe 


are in the process of abolition by human, democratic effort which brings tq 
gether in joint enterprise, both public and private, the creative forces of govert] 
ment, business, labor, agriculture, and the church. 


Mr. Krvuecer: If you define planning in such a way that it has to be total! 
tarian, then there is no way you can make it democratic; but planning is com} 
patible with maintaining procedural rules which limit discretionary powe} 

Liberty and equality and security can all be combined, but some freedoms, } 
think, have to be abolished or limited in order to do that. One of them is t 
freedom to own privately and to control for profit the means of life which are est 
sential to others. Instead of restricting morality to the individual’s conduct al 
its proper field, moral principle has to get into the political process and to opeaj 
ate through political programs and political parties. Otherwise liberty is simpli 
going to be a word in “Liberty League.” | 


Mr. Hayek: I am not shaken by what you are saying. You see, you are sti 


action is extremely dangerous. Therefore, my whole effort was to distinguis 
between legitimate and illegitimate action. I have attempted to do that by sa 
ing that, so far as the government plans for competition or steps in where compes 
tition cannot possibly do the job, there is no objection; but I believe that all th 
other forms of government activity are highly dangerous. 
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What Do You Think? 
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tion to the American dream of liberty. Comment on this proposition in rela- 
tion to Hayek’s thesis of The Road to Serfdom. 
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